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Saturday, October 17, 1931. 


to inquiry it was found that the plans now being carried 
out have never been even submitted to the government 
for approval, and that they represent a diversion which 
would drain the St. Lawrence almost dry. On what 
assurances such an unauthorized act rested no one knows, 
but many suspect. 

Another $125,000 had been paid to a young Toronto 
financier, ostensibly for services in connection with se- 
curing the Hydro contract. This young man claims that 
since Sweezey thought it worth his while to pay him this 
great sum, it was no one’s business to ask what he did 
to earn it. He says that he did nothing at all but wait 
for the contract to be given. It is believed by some that 
the contract was obtained by political influence of the 
Ontario Conservative government but every effort to 
establish any connection has been a total failure. The 
young man was also able to secure from the Ontario Hy- 
dro Commission another $50,000 for services which cannot 
be discovered, in connection with another deal. 

Now the party press has set up a great protest over the 
contribution of large sums to the Liberal chest. Liberals 
demand that the three previous general elections be in- 
vestigated—though Beauharnois was not then in exis- 
tence—thereby tacitly admitting that they alone benefited 
by the payments on this occasion. It has been proved that 
a suggested grant of $200,000 to the federal Conservative 
funds was vetoed by Mr. Bennett. But all this serves 
to divert attention from the grave facts that here we 
shall have a corporation of enormous public importance 
in which a group of men hold shares valued at about 
seven million dollars which represent only insignificant 
contributions of service or work of any social value. It 
is hard to discover any sacredness in such “property” 
and such a situation is admittedly nothing unusual in the 
recent history of mergers and reorganizations. The com- 
munists have a fine basis of complaint and the financial 
world has shown no serious disapproval of the ethical 
code which allows such procedure. 

The inquiry collapsed suddenly under circumstances 
which have given rise to widespread belief that it was not 
safe to go farther into the bog of capitalist corruption. 
The government with conspicuous promptitude led par- 
liament to enact a law declaring that the Beauharnois 
Canal is a work for the general advantage of Canada, 
thus enabling them to take supervision of its work, and 
they intimate that it may become part of the proposed 
deep waterway to the sea. Public expropriation is widely 
demanded, with the repudiation of all the capital which 
represents no real contribution. Only optimists believe 
that this can happen. The corporation charter provides 
that every appointment in the enterprise for the first six 
years shall be made by the holders of five shares, which 
five shares are held by the gentlemen who have so con- 
spicuously figured in the affair. The Quebec govern- 
ment has shown no interest in the matter nor any desire to 
alter the status quo. While party papers talk about cor- 
ruption—usually in the other party—Christian people 
ask about the standing claim that capital represents 
savings from income. The saying is now a joke, and a 
bad joke at that. 

It should be added that, when the parliamentary com- 
mittee reported, Mackenzie King had the painful duty 
to perform of repudiating his two closest personal and 
political friends. But when he sought to press on Mr. 
Bennett a suggestion that party leaders might or might 
not know the source of gifts to party funds he simply 
elicited from the prime minister the overwhelming retort 
—surely without precedent for severity—that the receiver 


of stolen goods is a criminal. Many believe that the Lib- 
eral leader cannot recover political influence after the 
shock. The graver question is whether such exposures 
will bring any change in the political and financial world, 


Boulder Dam 


Recent public criticism of the management of the 
Hoover Dam project, made in connection with labor dis- 
turbances in the construction area in August, make espe- 
cially interesting some observations made on the ground 
early in September by the Rev. Worth M. Tippy, of the 
Commission on the Church and Social Service of the 
Federal Council of Churches. Dr. Tippy was personally 
conducted over the works by Walker R. Young, engineer 
in the Reclamation Service, who explained operations. He 
talked with the officials of the Six Companies, Inc., the 
corporation responsible for finance, construction, housing, 
food, insurance, safety and health. Also, he mingled with 
the men and on Sunday, September 13, checked up his 
observations and information with union labor and I. 
W. W. officials at Las Vegas. His conclusions are briefly 
summarized below. 

Boulder City is being built by and will be under the 
control of the federal government. The Six Companies 
are managing the commercial enterprise and dam con- 
struction, under contract stipulations. Policing is done 
by federal marshals and rangers, and the federal Re- 
clamation Service is installing water mains, sewers and 
electricity. The city will be governed by a commission 
of three persons, one a representative of the Six Com- 
panies. 

To understand the situation, it is necessary to note the 
magnitude of the enterprise. Bids were opened on 
March 4. Work began in the first week of April. At 
that time there was nothing but desert and the roughest 
kind of bare mountains. Five months later a highway 
and a railroad had been built from Las Vegas to Boulder 
City. From the latter place a splendid scenic highway 
had been built to a spot 1,800 feet above the dam site, a 
construction highway extending down over the cliff to 
the river below the dam, and another to the flats above 
the dam. A railroad is being constructed along the river 
from the dam site to the gravel deposits eight miles up- 
stream. Electricity has been brought from San Bernar- 
dino, 235 miles; twenty-five ton transformers have been 
installed; and electrical refrigeration and electrically 
driven machinery have been in operation for some time. 
Tunnelling on both sides of the river, to divert the stream, 
is progressing rapidly. The walls of the canyon are 
being stripped of loose rock; blasting is going on all over 
the construction area. The water system is ready and the 
sewage system nearly completed. Water will be pumped 
from the river 2,000 feet to Boulder City. 

The companies’ housing, which is to be used for seven 
years, includes headquarters, mess building, post office, 
commissary, recreation building, department store, first 
aid station, shops, dormitories for single workmen, and 
individual houses for married employes. 

Living quarters for the single men were nearly com- 
plete. The dormitories have two stories, wide verandas, 
individual rooms, adequate toilets and baths, and a sys- 
tem of ventilation which carries hot air in winter and 
chilled air in the hot months to every room. A touch of 
beauty has been given to the buildings. Eighty-six four- 
room houses, with bath and toilet each, have been com- 
pleted and are occupied. They rent for $30. Twenty 
more are under construction and contracts for 100 two- 
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room houses, to rent for $15, were let during the week 
of September 6. Until sewage is installed all toilets are 
necessarily outdoors. 


The kitchens are modern and scrupulously clean. Re- 
in white, serve 1,700 men in shifts throughout the day 
and night. The best of everything—fresh meats, fruits, 
milk, vegetables, canned goods and coffee—is bought, on 
the principle that it is economical to use the best. The 
contracts made by the companies with Anderson Brothers, 
who built and operate the mess hall, are so drawn that 
stinting of food is no object to them. (The Andersons 
have installed their own tested herd of 165 cows in an 
irrigated valley 80 miles north of Las Vegas, and the 
milk is brought by truck in two hours to Boulder City). 
On the tables are pitchers of milk, tea, coffee and ice 
water. The entire staff of workmen and office men eat 
together. A system has been devised for lunches by 
which the men themselves select freshly made sandwiches 
and fruits at a long counter. At the works, men make 
their own coffee and are given the necessary supplies. 
They pay $1.50 a day for food and lodging. Those who 
live with their families are given allowances. The com- 
missaries have soda fountains, billiard tables and tables 
for games. 


Insurance officials estimated a loss of 200 men in the 
first year of the Hoover Dam construction project. The 
total deaths in the operations for the first five months up 
to September 1 have been 25. Four of these were fatal 
accidents, 16 were due to heat. In addition, two women 
not at work in the project died of prostration in the auto 
camp at Williamsville, one man not on the contract was 
killed by a truck on the road to Las Vegas, and two were 
drowned during the exploratory work in 1921 and 1924, 
one of them while bathing in the river. Arrangements 
have been made to bring doctors and nurses by airplane 
from Los Angeles in case of catastrophe. The first wing 
of the new government hospital at Boulder City, a brick 
structure to contain 40 beds, will be ready for use shortly. 
Dr. C. H. Christal, chief of the medical staff, has been on 
the job from the beginning. Foremen and many of the 
men are instructed in first aid and have kits. 

There is no labor representation and no recognition of 
unions on the project. The specifications formulated by 
the government to govern the contractors do not provide 
for hours of work, labor organization or wage standards. 
Labor relations are left to the Department of Labor, which 
has an official in charge of the Employment Office. This 
office is now at the gate of the reservation but is soon 
to be removed to Las Vegas. The Six Companies select 
from the men who are passed by this office, but 1,400 out 
of 1,700 are former employes of these companies. The 
suggestion has been made that the specifications should 
have required union organization, and should have fixed 
wages and hours of work. It is doubtful whether this 
could have been done successfully under conditions ob- 
taining in the West unless the government itself had done 
the work instead of contracting for it. 

Nevada has a minimum wage of 50 cents an hour, 
which is the Six Companies’ minimum. Carpenters, one 
of them stated, get 70 cents an hour on the construction 
at Boulder City. These rates are below the union scale. 
But wage rates in Las Vegas, the union men stated at 
their headquarters, are demoralized and are much below 
the union scale. The companies are taking advantage of 
the situation, but are obliged to pay a fairly high wage in 
order to keep their men. 
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The specifications of the contract with the Six Com- 
panies provide carefully for sanitation, pure, cold drinking 
water, adequate housing and safety. 

At the time of the strike and preceding it, all connected 
with the project were working in a temperature never 
lower than 107° at night and during the day reaching 
a maximum of 140° in the shade. At the bottom of the 
canyon and on its heated walls, where the men were 
blasting, stripping loose rock, road building, and install- 
ing electricity, sewers, and water pipes, the heat was ter- 
rific. The hot season lasts from May to September. 
People could not sleep, except fitfully, in Las Vegas or 
at the river camp. Suffering of the men was aggravated 
by an unnecessary shortage of ice water. The companies 
desired to install water supply, housing and refrigeration 
before commencing the big undertaking, but pressure to 
relieve unemployment forced the beginning of work on 
May 1, just as the hot season began in earnest and before 
these services could be installed. The first housing con- 
sisted of tents in the blazing sun; later of bunkhouses 
with mess hall and recreation building at the river camp— 
after the type of the wartime cantonments; finally, of the 
admirable new company construction at Boulder City 
which is nearing completion. Ice, drinking water, sup- 
plies and equipment had to be hauled from Las Vegas, 
23 miles from Boulder City and a little more than 30 
miles from the dam site. According to the I. W. W. 
representative at Las Vegas, who was a member of the 
strike committee, there was good ice water to drink at 
meal time, but not on the job. The men were obliged 
at first to carry river water in their desert water bags. It 
was safe, but tepid. Ninety-eight per cent of the sedi- 
ment settles in two hours, but at first the government had 
not had time to install the chlorination tank at the dam 
site. Refrigeration could not be installed on an adequate 
scale until electricity had been brought from San Ber- 
nardino to the reservation, the gigantic transformers set 
up and the current distributed. The food was good, as 
required by the contract, but meat spoiled easily, and at 
first the sandwiches for the men who must lunch on the 
job quickly became stale. Climatic conditions made the 
lack of ice water a very serious matter. Everybody on 
the job, from chief engineer to muckers, were exhausted 
by three and one-half months of unbelievable heat when 
the strike broke out, on August 7. 


The strike was orderly and the I. W. W. leaders showed 
restraint. There was some of the usual bluster and the 
traditional policy of penalizing I. W. W. organizers and 
suspects. All such leaders were combed out when the 
men came back. Government officials kept order and in- 
duced the men encamped near the River Camp to leave 
the Reservation without resort to force. 


The vice situation at Las Vegas and along the road is 
bad. Approximately 75 prostitutes are segregated in the 
redlight district at Las Vegas. Gambling is the great re- 
creation of the town. It was estimated that 1,000 men 
were in the gambling clubs at Las Vegas on Saturday 
night, September 5. The men at Boulder City play poker 
in their rooms and as long as the stakes are small they 
are not interfered with, but sharpers and men who take 
“too much” from the men are discharged and put off the 
reservation. Gambling is licensed at Las Vegas, but pros- 
titution is not. Medical inspection of prostitutes is re- 
quired, but is a farce, and is not relied on by the medical 
staff of the Six Companies. Federal enforcement officers, 
“Prohis” they are called, are busy and are making liquor 
sales hazardous. 
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As yet no arrangements have been made at Boulder 
City, for schools. A census revealed 102 children of 
school age at Boulder City the first of September. A 
friendly tax suit has been started to determine whether 
Nevada or the federal government is responsible for com- 
munity services. Las Vegas is out of money and the 
schools are over-crowded. Children from Boulder City 
who come to Las Vegas are being cared for, as are the 
children from the auto camps. Las Vegas had provided 
for 1,400 children in the public schools but is caring for 
1,800 and teachers are at the breaking point. 


The Responsibility of Bankers 


The failure of 1,326 banks in 1930 which tied up $900,- 
000,000 of depositors’ money (see INFORMATION SERVICE 
for April 25, 1931) has raised very serious questions re- 
garding banking practices. Although there are many able, 
public-spirited and conscientious bankers, James Truslow 
Adams, historian, author and former member of a New 
York Stock Exchange firm, in The Forum, August, 1931, 
describes practices which, he declares, justify the public 
“in its present belief that the banking fraternity is un- 
socially lacking in sense of responsibility as to how it 
performs functions vital to everyone.” The record of 
6,500 failures during the past decade of prosperity indi- 
cates that something other than the present business de- 
pression must serve to explain the poor functioning of 
our banking system. 

Not many of the 1,500,000 persons in New York State 
alone who have “thrift accounts” in commercial banks 
seem to realize that such banks are not required to con- 
form to the same rules regarding investment in securities 
as apply to savings banks, for the protection of depositors. 
Mr. Adams declares that “in the battle recently waged by 
Governor Roosevelt in New York for the segregation of 
‘thrift accounts’ by commercial banks” attempts to correct 
abuses “have made it fairly clear that, with some excep- 
tions, the bankers have cared more to retain a profitable 
business than to safeguard the public whose confidence 
they invite.” 

As an example of the practice of underwriting and 
offering securities to the public that have little or no value, 
Mr. Adams cites a case in which “one of the largest bank- 
ing houses in America brought out an issue of bonds. 
From the day of issue, apparently, they were not worth 
the paper they were engraved on. Not only did they never 
pay even the first coupon,” Mr. Adams says, but a client of 
his has never since been able to realize ten cents on a block 
of $5,000 which he bought. The total issue was $1,500,000 
and the money was as completely wiped out as if the 
owners had put their bank notes in the fire. Not a word 
of explanation or regret could ever be got from the house, 
which is still going on as one of our great houses. 

“A big city bank, moreover, is able to bring pressure on 
its out-of-town correspondent banks to buy certain issues. 
The president of the small bank, whose relation with his 
clients is personal, hesitates to recommend such issues to 
his neighbor Tom Jones. The small bank is therefore often 
forced to carry the securities, at a heavy loss, hoping 
eventually to get out.” Yet if the bank should not “take 
the amount allotted by its correspondent of every issue 
brought out by it,” it would probably never thereafter 
“have a chance at any issue.” 

“The billions of foreign bonds floated in the past few 
years have given peculiar opportunties to underwriters. 
When we became a great creditor nation it was essential 


that we should learn how to invest surplus funds abroad 
to finance trade and international obligations. ‘Today our 
people are extremely gun-shy of foreign bonds. I think 
the reason is that the bankers who brought them out 
thought more of selling them than of educating the public, 
The advertisements have too often failed to distinguish 


first-class investments from extremely dubious specula- - 


tions.” 


Mr. Adams refers to the first United States loan to 
Australia, which was offered by leading bankers and was 
greatly over-subscribed within an hour of issuance. ‘The 
prospectus, while stating nothing untrue, was misleading 
and made no mention of the extreme labor views and so- 
cialistic experiments among Australians, which later forced 
Australian bonds down into the fifties with danger of 
default. When financial agencies and works of reference 
grade securities, is it absurd, he asks, to require that bank- 
ers tell the public whether those they offer are gilt-edged, 
moderately good, or highly speculative ? 


It is the opinion of Mr. Adams that “in any reputable 
banking system, we should be able to be sure, when we 
have saved our money and deposited it, that it is abso- 
lutely safe except for the rarest of colossal world panics 
or scandalous defalcations.’”” The same opinion is also 
expressed by the editor of The Business Week (October 
7, 1931) who suggests that Congress should require the 
Federal Reserve Banks to guarantee the deposits of all 
member banks by means of a deposit insurance reserve 
established by the member banks. In order to extend the 
benefit of such a system as widely as possible he suggests 
that Congress also require all banks engaged in interstate 


and foreign financial transactions to become members of. 


the Federal Reserve System. 


President Hoover took account of the necessity for 
greater stability in the banking system in the announce- 
ment, on October 7, 1931, of his program to improve 
business conditions. The purpose of the $500,000,000 
organization to be formed by the bankers at his suggestion 
is to rediscount banking assets not now eligible for redis- 
count under the Federal Reserve law. The assets of closed 
banks are definitely mentioned as in need of such redis- 
counting. Furthermore, President Hoover declared that 
he would recommend to Congress that this broader eligi- 
bility of assets should be written into the Federal Reserve 
act. 


Thus moral responsibilities, which are taken lightly 
when every banker is free to pursue profit to the neglect 
of banking stability, business prosperity and security for 
depositors, are being made to an increasing extent legal 
responsibilities, in recognition of the fact that the prac- 
tices of the banking business are all important in their 
effects on other economic interests. 


The following publications of the Federal Council's 
Commission on the Church and Social Service (105 East 
22nd Street, New York, New York) concerning the 
churches and unemployment are still available : 

How the Churches Are Helping in Unemployment. 
2c per copy; $1.00 per hundred. 

Unemployment. A Discussion Outline for Young 
People, Bible Classes and Other Groups. 35 cents. 

Permanent Preventives of Unemployment. Proceed- 
ings of the joint Conference on Permanent Preventives 
of Unemployment held January, 1931, by Protestants, 
Catholics and Jews. 50 cents per copy. 
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